
1 EXECUTIVE BRANCH ORGANIZATION AND RESPONSIBILITIES, §423.5

423.5 Imposition of tax.
1. Except as provided in paragraph “c”, an excise tax at the rate of six percent of the

purchase price or installed purchase price is imposed on the following:
a. The use in this state of tangible personal property as defined in section 423.1, including

aircraft subject to registration under section 328.20, purchased for use in this state. For the
purposes of this subchapter, the furnishing or use of the following services is also treated
as the use of tangible personal property: optional service or warranty contracts, except
residential service contracts regulated under chapter 523C, vulcanizing, recapping, or
retreading services, engraving, photography, retouching, printing, or binding services, and
communication service when furnished or delivered to consumers or users within this state.
b. The use of manufactured housing in this state, on the purchase price if the

manufactured housing is sold in the form of tangible personal property or on the installed
purchase price if the manufactured housing is sold in the form of realty.
c. An excise tax at the rate of five percent is imposed on the use of vehicles subject only

to the issuance of a certificate of title and the use of manufactured housing, and on the use of
leased vehicles, if the lease transaction does not require titling or registration of the vehicle,
on the amount subject to tax as calculated pursuant to section 423.26, subsection 2.
d. Purchases of tangible personal property made from the government of the United

States or any of its agencies by ultimate consumers shall be subject to the tax imposed by
this section. Services purchased from the same source or sources shall be subject to the
service tax imposed by this subchapter and apply to the user of the services.
e. The use in this state of services enumerated in section 423.2. This tax is applicable

where the service is first used in this state.
2. The excise tax is imposed upon every person using the property within this state until

the tax has been paid directly to the county treasurer, the state department of transportation,
a retailer, or the department. This tax is imposed on every person using the services or the
product of the services in this state until the user has paid the tax either to an Iowa use tax
permit holder or to the department.
3. For the purpose of the proper administration of the use tax and to prevent its evasion,

evidence that tangible personal property was sold by any person for delivery in this state shall
be prima facie evidence that such tangible personal property was sold for use in this state.
4. Any person or that person’s affiliate, which is a retailer in this state or a retailer

maintaining a place of business in this state under this chapter, that enters into a contract
with an agency of this state must register, collect, and remit Iowa use tax under this chapter
on all sales of tangible personal property and enumerated services. Every bid submitted
and each contract executed by a state agency shall contain a certification by the bidder or
contractor stating that the bidder or contractor is registered with the department and will
collect and remit Iowa use tax due under this chapter. In the certification, the bidder or
contractor shall also acknowledge that the state agency may declare the contract or bid void
if the certification is false. Fraudulent certification, by act or omission, may result in the
state agency or its representative filing for damages for breach of contract.
5. The use tax rate of six percent is reduced to five percent on January 1, 2030.
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